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RETAIL SALES STAY AT HIGH LEVEL 


F business conditions are headed into a recession, the present level of de- 
| partrrent store sales gives little indication of it. For the past 2 years, the 

indea of department store sales has moved up and down within a very 
narrow range at near-peak levels. This index, which is shown on the chart on 
page 522, is a very important indicator of general busincss conditions. When 
consumers are spending money for department store merchandise, they are 
generally spending money for other types of goods at the same time, anda high 
level of sales in the big stores is generally reflected throughout the entire retail 
market. 


It is also well known that high retail sales rise from high consumer incomes 
and confidence in the future. 


We see, therefore, that the indexes of department store sales have impli- 
cations beyond merely reporting the volume of business done by the big stores. 


On pages 523 through 530 we show the trend in department store sales (and, 
indirectly, the trend in all retail sales) in 80 principal cities. The red line on each 
chart is the national average, while the trend in each city is shown by the blue 
line. 


The figures for these charts are taken from the indexes published by the Fed- 
eral Reserve Banks, and are adjusted to correct for seasonal fluctuations. This 
correction for seasonal fluctuations makes possible a far better study of the 
trends than is possible with uncorrected figures. 


In comparing the sales in these cities with the national average, it is inter- 
estin, to notice that nearly all cities where department store sales are below 
average are located east of the Mississippi and north of the Ohio Rivers. San 
Francisco and Oakland are the most notable exceptions. 


The cities where department store sales are about equal to the national aver- 
age are located mostly in the Midwest or, more accurately, between the Appa- 
lachians and the Rockies. 


The cities where department store sales are highest above the average are 


921 














found in the South and West. There are, of course, some exceptions, the most 
outstanding being Trenton, New Jersey, where department store sales have been 
well above the national average for the past several years. It also seems a little 
strange that Wilkes-Barre, York and Youngstown should be in the above-average 
group since these cities have shown up rather badly insofar as population gains 
are concerned. 


hese trends in department store sales go almost hand in hand with trends 
in other indicators of business activity, such as real estate transfers, mortgage 
activity and construction volume. All of these, inturn, can generally be correlated 
with recent gains in migratory population. If you will turn to pages 374 and 
375 in the August 1952 issue of the Real Estate Analyst, you will find that most of 
the cities with high department store sales also rank in the upper third of those 
cities with the greatest migratory population gains. 


There are other interesting comparisons that can be made. For example, 
department store sales in Minneapolis have been above average for several years, 
while those in St. Paul have been below average. Indications are that retail 
sales in Detroit are somewhat better than those in Chicago and Cleveland, the 
other two big Lake cities. Farther east, Erie seems to have somewhat better 
retail sales than does Rochester. 


These indexes should be of particular interest to leasing agents, real estate 
brokers and investors in retail property, because, other things being equal, 
retail properties in cities with high retail sales are usually more valuable than 
those located in cities where retail sales are lagging or are below average. 
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RESIDENTIAL RENTS STILL OUT OF BALANCE 


HE 32 charts on the four following pages show that rent levels are grad- 
| ually rising in all cities. In no city, however, have they even approached 
the increase of other elements inthe cost of living. On these charts the 
years 1921-1938 are considered as 100 for all cities. This was an 18-year period 
which included nine boom and nine depression years for real estate. It should 
constitute a far better base than any single year or any short period of years. 


It will be noticed that rent levels on all of these charts are shown in blue and 
that the cost of living is shown in red. The broken red line shows the levels of 
the cost of living if rents are excluded from the other elements, the reason for 
this second line being that the low level of rents averaged with the other elements 
of the cost of living has resulted ina smaller rise than would otherwise have 
taken place. Had rents risen by the same percentage as the other elements in 
the cost of living, Atlanta, Georgia, for instance, in place of being 73.0% above 
our long-term average would now be 82.3% above. It will be noticed that in 
Atlanta, rents are now only 1.5% above the long-term average. This is without 
any adjustment for the reduced purchasing power of the dollar. If that adjustment 
is made, rents in Atlanta are 41. 5% below their long-term average. 


The city in which rent levels have the poorest relationship to the base period 
is St. Louis, where the level is still 5.5% below the 18-year average, in spite of 
the fact that other elements of the cost of living are now 94.1% higher thanthey 


were in the average of the 1921-1938 period. It would certainly appear that the 
owners of rental property in St. Louis have been unjustly discriminated against 
in this relative picture. 


We believe that there is an excellent chance that Federal rent controls will 
(cont. on page 536) 
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RESIDENTIAL RENTS STILL OUT OF BALANCE 
(cont. from page 531) 


be allowed to die next April. We are confident that if this happens, the so-called 
housing shortage will dry up ina short time. It is already a thing of the past 
in many areas. 


As we have pointed out before, it is not enough to rid the country of rent 
controls. To have a free rental market and thereby a free real estate market, 
the threat of controls must also be removed. 


When this is done, residential rental property can once again take its place 
as a reasonably stable investment for the real victims of rent control - the small 
property owners. 











